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SUMMARY 


Upper Volta is slowly recovering from the effects of a devasting 
seven year drought. The summer rains of 1974 were sufficient to 
allow normal planting and harvest expectations are cautiously 
optimistic. Livestock, the nation's main export, fared much 
better this year because of improved pasture conditions. Iso- 
lated areas still exist in the northern parts of the country 
where suffering has been serious. Foreign donors provided over 
100,000 tons of foodstuffs to alleviate this hardship. Total 
aid in 1974 stands at nearly $70 million, about half of which is 
for drought relief purposes. Upper Volta, in coordination with 
international donors, is presently planning a program of medium 
and long-term development to tackle the basic problems of the 
Sahel. 


The drought, fortunately, has had only a slight effect on the 
modern, commercial sector of the economy in the urban centers. 
Imports have increased and a number of light industrial estab- 
lishments have even been created. The Voltans are pursuing a 
policy of Voltanization designed to increase the government's 
interest in local business and financial activities. Upper 
Volta's fiscal position remains reasonably sound; the budget 

is balanced ($60 million) and the basic balance of payments, 
thanks to the sizeable inflow of foreign aid and workers' remit- 
tances, is slightly positive, The country does not have a ser- 
ious debt-servicing problem, 


Upper Volta's commercial market is small but new opportunities 
for outside trade and investment do exist. American firms 
would do well to include Upper Volta as part of their efforts 
to tap the broader West African scene. The investment climate 
is good; as a poor country struggling to find solutions to its 
development problems, Upper Volta welcomes foreign capital and 
expertise. The exploitation of mineral deposits, notably man- 
ganese, offers the best hope. 


In the short term, Upper Volta will be troubled by galloping 
inflation which is presently going up at annual rates of 20 to 
30 percent. Declining exports will be another major concern; 
livestock exports are expected to drop as herdsmen concentrate 
on rebuilding their drought-decimated stock. Above all, the 
fragile economy will be dependent upon continued good rains. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Rains Bring Hope for Normal Crop 


1974 produced the first normal rainfall in Upper Volta in nearly 
seven years. As a result, the harvest outlook for basic subsis- 
tence crops -- millet, sorghum and corn -- is promising. Pre- 
liminary estimates peg this year's output at approximately 
1,000,000 tons which compares with the 1973 figure of 720,000 tons. 
For those pastoral herders in the north, the rain replenished 
watering holes and restored pasturage. Unlike last year when 
somewhere between 10 - 30 percent of the national cattle herd 
(total 2.5 million head) was lost, livestock deaths have been 
minimal in 1974. 


Because of these improved conditions, the emergency relief effort 
has begun to wind down. During 1974, international organizations 
and donors have pledged or provided over 100,000 MT of foodstuffs 
designed to alleviate suffering during the pre-harvest rainy 
season. Nearly all of this aid, roughly 70,000 MT of which con- 
sisted of mass-consumption cereals, has been delivered. The 
donors also furnished a variety of transport assistance to 
expedite the movement of grains into the northern zone. Other 
aid included direct financial assistance, medical supplies, and 
short-term technical expertise. Upper Volta, a member of the 
Permanent Inter-State Committee to Fight the Drought in the Sahel 
(CILSS) is now working with donors in planning for the medium and 
long-term recovery of the Sahel. 


The current drought points up the overwhelming importance of 
agriculture in the local economy. Over 95 percent of the pop- 
ulation is involved in subsistence-scale farming, fishing, 
herding or forestry. The agricultural effort forms about 55 
percent of the GDP and accounts for the bulk of exports. A 
large percentage of this year's crop will be set aside for seed 
and security stocks which have been drawn down considerably 
during the preceeding years. Despite the good rains, the 
millet and sorghum harvest suffered some damage caused by mig- 
ratory crickets and flooding in lowlands. 


The performance in the cash crop sector was mixed. Cotton, the 
most important, slumped to 27,000 tons for the 73/74 season, a 
decline of 6,000 tons from the previous year. The drop reflected 
lower cotton prices, less fertilizer usage (attributable to the 
petroleum crisis), and a decision by farmers to plant the maxi- 





mum in food crops. By contrast, the peanut harvest improved. 
Cash crops are of secondary importance in the rural economy 
and are likely to stay that way during the next few years. 


The Voltans are working with foreign donors to introduce new 
techniques into the rural sector. Nationwide programs for 
animal drawn plows, improved seed varieties, and water conser- 
vation are being started in various regions of the country. 
USAID is financing a major rural integrated development effort 
in the eastern part of Upper Volta. 


Fiscal Austerity to Continue 


The Government of Upper Volta has made budgetary austerity its 
chief fiscal tenet. Balanced budgets have been achieved every 
year since the Lamizana government took power in 1966. The 

1974 expenditures and receipts accounts are set at 13.5 billion 
CFA ($56 million) which is up 15 percent from last year. Indir- 
ect tax proceeds, customs and duties make up the largest share 
of revenues. France has accorded a direct grant of 725 million 
CFA to substitute for taxes which the government will not collect 
from drought-affected herdsmen in the north. Civil servant 
salaries and other operating costs eat up 60 percent of the 
expenditures side of the budget. The Ministry of Education, 
Defense, and Public Health are the leading recipients. Little 
is budgeted for capital expenditures as most investment capital 
comes from outside donors. Budget planners will be hard pressed 
to make ends meet in light of current inflationary pressures 
unless this foreign aid continues. 


Internal money supply and deposits remained buoyant throughout 
1973 and into 1974. Credit to the private sector showed some 
increase and interest rates were stable. Several offerings of 
public shares in local companies went unsubscribed, however, as 
investors preferred to put their liquidity elsewhere. In Nov- 
ember, 1974, the Banque Internationale des Voltas replaced the 
Ouaga branch of the Banque Internationale d'Afrique Occidentale, 
The Voltan Government holds 51 percent of the capital and the 
First National City Bank of New York will have 24 percent. The 
move reflects the government's wish to expand Voltan interest 
in local financial and business institutions. 





Drought-induced agricultural scarcities and rising imports 
caused wholesale and retail prices to rise at an average 20 
percent clip in the first part of 1974. The energy crisis has 
forced the Voltans to pay out an additional $2.0 million of 
foreign exchange for higher-priced petroleum imports. This 
price trend is expected to continue and even increase during 
the coming year. Unemployment is also on the rise; the estim- 
ated urban unemployment and under-employment rate in Ouagadou- 


gou and other major towns was on the order of 80 percent during 
1974. 


Voltans Seek Capital for New Projects 


Development of Upper Volta's industrial/manufacturing sector 
has been slow due to a poor natural resource base, lack of 
skilled manpower, and a landlocked position. The Voltans, 
however, are actively seeking to expand the modern sector in 

an effort to break their dependency on imports, create new jobs, 
and diversify the economy. 


New projects focus on the processing of primary products. A 
$25 million integrated sugar cane agro-industrial complex will 
open in January, 1975 near Banfora. The Voltans are interested 
in opportunities for food processing and canning in order to 
take advantage of local beef and vegetable production. A 
cotton clothing plant in Koudougou and a leather goods factory 
in Ouagadougou are high on the priorities list. The Voltans 
are also keenly interested in exploiting their mineral resources, 
principally manganese. The overall investment climate is good 
and the Voltans are prepared to give tax and customs incentives 
for outside investment in priority projects. 


The Government is also working hard to encourage the formation 
of small and medium-sized African businesses. The Office for 
the Promotion of Voltan Enterprise has been created to provide 
technical assistance to new firms. A $1.0 million USAID loan 
is being used by the National Development Bank as venture capi- 
tal for local entrepreneurs. 


Trade Deficit Offset by Capital Transfers 


Upper Volta's chronic trade deficit worsened in 1973, according 
to unofficial estimates. Exports dropped to 4.5 billion CFA, 





down from 5.1 billion CFA the preceding year. The import bill 
rose to 17.1 billion CFA, an increase of twelve percent from 
1972. Livestock exports, mainly on the hoof, are the country's 
main export item (40 percent of total). Available data indic- 
ates a decrease in cattle sales during 1974 as herdsmen recon- 
stituted their stock. Similarly, exports of cash crops declined 
as farmers planted more subsistence cereals. On the other hand, 
imports increased apace as the need for machinery and manufac- 
tured goods as well as consumer items increased. Higher prices 
for petroleum products (up 40 percent in the past year) have 
also widened the trade gap. The Ivory Coast and France are 

the main market for Voltan exports as well as being the main 
sources of imports. U.S. exports to Upper Volta were only 
about $2.0 million in 1973 and consisted of textiles, machinery, 
and used clothes. 


Despite the sizeable current account deficit, the country man- 
ages to eke out a slight balance of payments surplus. This is 
due to the inflow of foreign aid ($70 million in 1974) and 
remittances from the more than one million Voltans working in 
neighboring African countries who send money home (traditionally 
about $30 million a year). Upper Volta's gross foreign reserves 
stood at $61 million at the end of 1973. The outlook is for an 
end to surpluses in the basic balance as exports and special 
emergency aid decline while imports rise. 


Five-Year Plan Undergoing Revision 


Upper Volta is now approaching the end of its second five-year 
development plan, the Plan Quinquennal 1972-1976. Total invest- 
ment spending during this period was set at 69 billion CFA 
(approx. $270 million), with the rural sector receiving the 
single largest share. The plan relies on foreign aid for about 
80 percent of total project financing. Drought-induced exi- 
gencies, however, have caused actual realization of investment 
targets to lag. For 1972, the latest year for which results 

are available, the government was able to obtain only 46 percent 
of its goals. Emergency relief activities have forced planners 
to simply push back projects to a later date. Aside from the 
drought, the lack of absorptive capacity plus the scarcity of 
skilled manpower has hampered implementation. 





The government is presently attempting to revise some of the 
plan's basic objectives as a result of the drought. More 
emphasis will be placed on livestock and food crop production. 

A new, program to develop and resettle major river valleys 
will be getting under way. These regions, which contain some 
of the most fertile land in Upper Volta, have remained sparsely 
populated because of the presence of a dreaded disease, river 
blindness. 


Continued Participation in Regional Activities 


Upper Volta is an active member in several regional West Afri- 
can organizations. Ouagadougou is the seat of the seven-member 
Permanent Inter-State Committee to Fight the Drought in the 
Sahel (CILSS) which is now engaged in discussions with donors 
on ways and means of overcoming the effects of the drought. 

The West African Economic Community (CEAO) is also based in 
Upper Volta. Member-states of the community (Mali, Ivory 
Coast, Mauritania, Niger, Senegal and Upper Volta) are seeking 
to set up an organized trade zone to promote balanced economic 
development. Experts are putting the finishing touches on a 
trade protocol which will grant goods manufactured in member 
states preferential treatment. Products receiving this prefer- 
ential treatment will be subject to "regional cooperation tax,"’ 
the proceeds of which will go to a special community develop- 
ment fund in the importing states. 


Another major activity headquartered in Ouagadougou is the 
$120 million WHO/IBRD Onchocerciasis (river blindness) control 
program. Spraying operations, aimed at controlling the black 
fly which spreads the disease, began in December, 1974. River 
blindness causes debility and blindness and its presence in 
river valleys prevents these areas from being cultivated. The 
twenty year program will cover Ghana, Mali, Ivory Coast, Niger, 
Togo and Dahomey in addition to Upper Volta. About 400,000 


people in Upper Volta alone will be resettled into the river 
valleys. 


The Voltans can be counted on to continue their participation 
in regional organizations. The government views these activi- 
ties as means of combining and conserving scarce assets (fin- 


ancial and human) to tackle common regional development pro- 
blems 





—_—______IMPLICATIONS FOR THE UNITED STATES 


Several new projects on tap may encourage U. S. firms to play 
a more active role in Upper Volta. 


Development Program Offers Business Potential 


The Voltan market has traditionally been of minor importance 

to American firms. The low level of purchasing power, small 
size, and special trade links with Europe have been the main 
obstacles. U. S. exports have generally averaged about $2.0 
million a year while Voltan exports to the States remain minis- 
cule, 


New initiatives in agriculture plus exploitation of mineral 
resources will create new opportunities for the supply of goods 
and know-how. American businesses will be able to compete for 
business on those projects financed by non-tied sources, e.g 
World Bank, WHO, African Development Bank, and USAID. Key areas 
of concentration will be livestock production, range management, 
water resources, health facilities, and infrastructure. Well 
drilling and earthmoving machinery, cattle transport equipment, 
health equipment and instruments, and farming tools are among 
some of the items that will be needed. Dependability is a para- 
mount factor in the selection process since after-sales repair 
facilities are limited in Upper Volta. U. S. firms with EEC 
affiliates may be in a better position to compete. Consulting/ 
engineering firms with French speaking personnel will also find 
opportunities. Lyons Associates and TAMS are examples of Amer- 
ican companies successfully undertaking development projects in 
Upper Volta. The World Bank's $8.0 million Bougouriba program 
in the southwestern part of the country and USAID's $3.0 inte- 
grated rural development program in the Fada N'Gourma region 
will require equipment purchases. 


Upper Volta's under-developed economy offers few investment 
opportunities for American capital. The best chance for U.S. 
participation will be in the exploitation of mineral deposits. 
The $90 million Tambao manganese project (ten million tons) is 
the most important of these. A multi-national consortium invol- 
ving Japanese, European, and American interests has been recently 
formed to develop the deposits. Donors have pledged enough aid 





to permit construction of the 345 km railroad from Ouagadougou 
to the ore site to begin in the spring of 1975. Supply require- 
ments will include ore extraction and transportation equipment. 
Copper deposits near Gaoua anc vanadium and bauxite in the 

north present additional possibilities for investment. The 
Voltans are also seeking to attract foreign investment/expertise 
for processing plants as part of their economic diversification 
program. The Director of Industrial Development maintains a 
priority list of projects and would be pleased to discuss spec- 
ifics with any interested firm. Examples of projects for which 
the government is seeking outside capital include the process- 
ing of poultry products, vegetable canning, cotton clothing, 
leather goods, tomato paste plant, and corn beef processing. 


Total foreign investment at the end of 1973 is estimated at 
approximately 3.0 to 4.0 billion CFA ($13 - $17 million) of 
which about 60 percent is French/European. U.S. investment is 
limited to participation in minority shares of local commercial 
banks, petroleum distribution, and one agribusiness venture. 

The Voltans have a liberal investment code which grants tax 

and customs exemptions (up to 25 years in certain cases), tariff 
protection, eased foreign currency restrictions, and guaranteed 
arbitration. 


Possibilities for the sales of consumer products are limited 
and are likely to remain that way. Best chances for U.S. firms 
are in foodstuffs, used clothing, electrical equipment (espec- 
ially air conditioners), housewares, and pharmaceuticals. A 
local agent or representative here is a must and, whenever 
possible, a qualified African firm should be selected. Market- 
ing efforts should emphasize the personal touch and trade lit- 
erature must be in French in order to be effective. 


Access to the local market should improve as greater economic 
cooperation between neighboring states progresses. Upper Volta 
shares a common language and currency with six other countries 
which form a regional market of some significance. Regionally- 
targeted marketing efforts, which are geared to the larger 
coastal states, can produce additional sales by including the 
Voltan market. 
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Will business go up, down, or sideways? BCD presents 300 data series 
in easy-to-follow charts to help you to decide. 


From THE WALL STREET JOURNAL about the BCD 


“there is a single barometer the regular observance of which will just about let you be your own 
economist as far as the big swings are concerned. This is an index prepared by the Commerce 
Department based on the movement of 12 ‘leading’ business indicators.’’ June 5, 1972 


Published monthly by the Bureau of Economic Analysis of the U.S. Department of Commerce, the 
120-page magazine presents data on: 


@ National Income and Product @ Prices, Wages, Productivity, Balance of Payments 
@ Cyclical Indicators @ Composite and Diffusion Indexes 
@ Anticipations and Intentions @ International Comparisons 


Special appendixes provide historical data, series descriptions, seasonal adjustment factors, measures of 
variability, and business cycle chronology. 
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Subscriptions for BDC may be ordered from the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Annual subscription $55.25 domestic, $69.10 foreign. Subscribers receive an advance summary of recent data and current changes for principal indicators. 











